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SUMMARY 


The Nigerian boom continues unabated. Quadrupled oil prices combined 
with highest ever oil production made 1974 the best year yet. A $6.5 
billion trade surplus led to a favorable balance of payments of about 
$5 billion, and Nigeria added a like amount to its foreign exchange 
reserves. Even with current lower production oil revenues are ample 
to finance the nation's ambitious Third Development Plan. 


The Third National Development Plan envisions expenditures over the 

next five years of nearly $50 billion, and the Federal Military 
Government seeks nothing less than a radical transformation of the 
national economy. By increasing imports from $2.8 billion last year 

to over $11 billion by 1979-80, the FMG is offering to foreign suppliers 
opportunities matched in few other places in the world, and nowhere else 
in sub-Saharan Africa, Foreign investors too are offered a wide range 
of rewarding possibilities. The time and effort necessary to establish 
a business in Nigeria may be greater than in other markets, but so are 
the potential rewards. 


Concerned to promote regional economic relations, as well as internal 
development, Nigeria hosted at end May a Heads of State meeting that 
produced a treaty for an Economic Community of West African States, and 
this treaty has now received the seven ratifications needed to bring the 
community into being. 





KEY ECONOMIC INDICATORS 3° 
te Sadtiicn ” Naira appreciated between April 1 
otherwise stated oan 22 from-N1.00 = $1.52 
to N1,00 = $1.62, All Naira data 
converted at exchange rate 
N1.00 # $1.62 


@Change %Change 
Between Between 


(1)&(2) (2)&(3) 
INCOME, PRODUCTION 


GDP (1974-75 base) seccescccee +9.7 
GDP per Capita Ceoecescececeece +9,8 
Crude Petroleum(million bbls). +9,9 
Minimum Annual Wage Beccccee +114.0 


Index of Manuface Production 
(1965 = 100) @eeeeeeeeeveeseeee =2,.8 


AGRICULTURAL PRODUCTION 
(1965 = 100) (000 tons) 
Cotton eoccecccscccccccccccses 49 30 
COCOd coccccccccccsccccsccccss 264 218 
Peanuts (in shell) eececeseees 540 42 
Palm Kernels ecccccccccccccces 295 259 


MONEY & PRICES 
Money Supply ecccccccceccccces 1,155.4 1,541.4 
Puble Debt Outstanding (Sept. ) 2,040.8 2,326.0 


External Debt ecccccce ( w a} 430.8 449.9 
7 


Cml. Bank Minimum Interest Rate 7 
Lagos Lower Income Consumer 


Price Index (1960 = 100) esse. 173 199 


BALANCE OF TRADE 

Gold & Foreign Reserves eesece 443.2 665.5 
Balance of Trade ccccocccceces +720.5 1,610 
Exports (FOB) @eecccecrcscessesce 2 yS26_2 3,611.5 
US Share cocccccccccccccccccce 485.5 819.5 
Imports (CIF) Cceccccseceseeseoe 1,605.9 2,001.5 
US Share @eeeseeeeeeeveeeeeeeee@ 167.5 203 


Sources: 1. Third Development Plan 
2.. Ministry of Mines and Powers; Monthly Bulletin 
3. Central Bank Monthly Bulletin 
4, Federal Office of Statistics 


Main imports from U.S. during 1974: Wheat ($69.2 million); Tubes, Pipes 


and Fittings ($47.5 million); Parts and Attachments ($38.9 million) and 
Cotton ($15.9 million). 


1974 figures are provisionale 





CURRENT ECONOMIC SITUATION AND TRENDS 


Policy Measures 


Nigeria set in motion its economic course fcr the next five years 
March 29, 1975 when Head of State General Gowon formally launched the 
nation's new $50 billion 1975-80 Development Plan. Prime emphasis of the 
plan is to be on distribution of the benefits of economic development in 
such a way as to improve significantly the standard of living of all 
Nigerian citizens, Thus while the largest expenditures will be in 
industry and infrastructure, health, housing, education and other social 
service sectors will not be neglected. Nigerian central planners project 
government revenues over the life of the plan of $73 billion, mostly from 
oil, with recurrent expenditures of $30 billion, capital expenditures of 
$32.5 billion and an $11 billion surplus. A further $16 billion in 
capital investment is expected from the private sector. Nigeria will not 
be handicapped in its development efforts by lack of funding, but port 
congestion, insufficient management capability and technical expertise, 
and a variety of infrastructure and bureaucratic bottlenecks may make 
completing the Plan on time a difficult proposition. In recognition that 
outside assistance is still needed, General Gowon has pledged that 
henceforth procedures for bringing into the country foreign technical 
experts will be greatly simplified. 


Even though the majority of citizens outside the cities is only 
marginally affected, urban price increases of between 30 and 40 percent 
over the past six months have the FMG concerned. Imported inflation and 
inadequate domestic production in the face of soaring demand have been 
prime contributors to rising inflation in the past years. But the biggest 
single reason for the recent alarming rise was the FMG's decision to grant 
wage increases of up to 100% and more to public sector employees. Nine 
months’ retroactivity at the new wage scales was granted and following 
back payment in a lump sum, a consumer spending spree ensued. The intent 
of the exercise was to bring public sector wages into line with those of 
the private sector; but employees of the latter also demanded new wage 
hikes, and following a series of work stoppages, their demands were met. 
An adverse consequence aside from stimulating inflation of this attempt 
to spread the nation's oil wealth is that Nigeria now has one of the 
highest priced labor forces in Africa, even for unskilled labor. This 
year's budget is labeled anti-inflationary, as have been its two immediate 
predecessors. But in view of both the enormous demand already evident 
within the economy and the huge development spending that is about to 
begin, the fiscal measures taken, essentially reduction of import, excise 
and profit taxes, are unlikely to have significant impact. Last year’s 
42.5% growth in money supply suggests that given a choice between growth 
and price stability the FMG has opted for the former. The current overall 
inflation rate is variously put at 25 to 30 per cent. 


Contrasted with the government's desire to reduce prices by lowering 
import duties, is its concern to offer inducements that would attract new 
industries and broaden the industrial base. For example, the FMG is to 
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protect the newly established Volkswagen and Peugeot automobile assembly 
plants by restricting importation of cars under 2000 cc. The government's 
willingness to establish protective barriers may be received with concern 
by foreign sellers, but will be welcome news to potential investors. 


In October of 1974, General Gowon announced that the military govern- 
ment, rather than returning the country to civilian rule in 1976, as 
originally intended, planned to continue in office. This decision seems 
to have been well accepted generally and the political outlook is for 
continued stability that will provide a sound basis for implementation 
of the ambitious Third Plan. 


Growth and Development 


Gross Domestic Product in current terms reached $23.4 billion in 
fiscal year 1974-5, showing real growth of 53% over the last four years. 
Average annual growth of 9.5% is projected over the life of the plan, 
bringing GDP up to $36.8 billion by 1979-80. Petroleum, with over 45% of 
GDP is easily the biggest sector, followed by agriculture, with 23.4%. 

No other sector contributes more than 7%. The FMG seeks to correct this 
imbalance and if efforts to promote relatively faster growth in the manu- 
facturing, infrastructure and social service sectors of the economy are 
successful, petroleum and agriculture will have declined by 1979-80 to 
37.5 and 19% of GDP respectively. The fastest growing sectors will be 
government, followed closely by construction. Even though industrializa- 
tion of the economy has been high on the FMG's list of priorities the 
contribution of the manufacturing sector declined as a percentage of GDP 


between 1970 and 1975, despite absolute growth. It is expected to grow 

by 128% to 6.9% of GDP by 1979-80. Manufacturing in Nigeria has consisted 
for the most part of producing import substitutes, but emphasis on cement 

and steel production, a variety of downstream petroleum projects, assembly 
of electronic and motor vehicle items and large scale agribusiness projects - 
already begun or envisioned for the Third Development Plan - could change 
that image. 


The importance of the Petroleum sector to Nigeria is told by the 
statistics: 93% of exports; 92% of foreign exchange earnings; about 90% 
of federal government revenues and 45.5% of GDP. Average production 
reached 2.3 million barrels per day in 1974 and Nigeria became the second 
leading supplier of crude to the US, behind Canada, However, as demand in 
developed countries softened toward the end of the year production began to 
decline and by May 1975 had slipped to 1.6 million barrels per day. In 
his April 1 press conference explaining details of the budget, Commissioner 
for Finance Shagari admitted that with this reduction in the production of 
crude oil and a nominal fall in posted price, the rapid acceleration of 
the petroleum sector may be temporarily over. One consequence is that 
government revenues for the first three months of this fiscal year will 
run at an annual rate of about $6 billion, instead of the $10 billion 
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projected in the Development Plan. Reduced government income from oil 
will not interfere with Plan expenditures in the short term but if this 
situation continues into the latter years of the Plan when spending is to 
be financed by reserves built up in the earlier period it could be a 
matter of concern, 


Flaring of over 2 billion cubic feet of natural gas per day will end 
with the construction over the next five years of two LING facilities, by 
Shell-BP and Phillips/AGIP. Total cost of the two projects, in each of 
which the FMG will hold 55% equity and which envision gas gathering 
systems, liquefication plants and tanker fleets, will be around $3 billion. 
The FMG also holds 55% of the assets of the oil producing companies, The 
wholly owned Nigerian National Oil Company, is expected to begin soon to 
"sell back" less of its oil to the companies and to market it directly. 


The Third Development Plan is the most ambitious economic undertaking 
yet attempted by Nigeria and even if not completely implemented will have 
a profound impact on the nation. Among the more eye-catching statistics 
of the plan are the constructing or upgrading of nearly 50,000 kilometers 
of roads at a cost of over $5.5 billion, Nearly $10 billion has been 
allocated to the industrial sector for the construction of two new domestic 
oil refineries, at Warri and Kaduna, and two export oriented refineries, 
each with 300,000 bbl/day capacity. Other projects include expansion of 
three existing and establishment of three new cement plants, at a cost in 
excess of $350 million; a blast furnace capable of producing one million 
tons of steel per annum and two plants half that size utilizing the direct 
reduction process; a $500 million petrochemicals complex; a $110 million 
nitrogenous fertilizer plant; and a $200 million investment in integrated 
Sugar projects. Volkswagen and Peugeot have begun assembly of passenger 
cars, while Fiat, Mercedes and British Leyland are negotiating for truck 
assembly. A superphosphate plant under construction erected in Kaduna with 
Japanese partnership is to open in September, 


Of the more than $5.0 billion planned expenditure in regional develop- 
ment, which includes sewerage, water supply, and town and country planning, 
over $3.0 billion is for housing alone. Defense needs will account for 
$3.6 billion, allocated for the provision of arms, equipment, vehicles, 
offices, barracks, hospital and schools. Another $3.2 billion has been 
set aside for education, where the decision to begin universal primary 
education in 1976 means that vast needs must be filled quickly. In the 
agriculture sector, nearly $2.3 billion is to be spent on the distribution 
of 960,000 tons of fertilizer, the irrigation of 1.4 million acres of land 


and the planting of 3.6 million acres of cereals and 1.5 million acres of 
root crops. 


Nigeria earned $9,3 billion from exports in 1974, and had a favorable 
trade balance of $6.5 billion. Ninety-three percent of these exports came 
from the sale of crude oil and while value of traditional agricultural 
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export crops grew, this growth was due solely to a rise in world prices, 
Imports rose 40% to $2.8 billion last year, with the greatest growth in 
manufactured goods (up 58% to $831 million); machinery and transport 
equipment up 24% to $987 million, and chemicals (up 41% to $306 million). 
The balance of payments, in deficit as recently as 1972, has not yet been 
published for 1974, but it probably was in surplus by over $5 billion. 

A continuing balance of payments surplus over the life of the plan is 
forecast, but the surplus will grow increasingly smaller as greater 
imports and service deficits cut into the oil-generated surplus. Thus 
while exports are projected to grow 40% to $17.9 billion by 1979-80, 
imports will more than triple to over $11 billion. The deficit on 
services will rise fram $2.5 billion to $3.8 billion while capital inflow 
will increase only from $.7 billion to $.8 billion. These import projec- 
tions are likely to be a low estimate, and if export earnings deviate 
significantly from expectations, Nigeria, at the very least will not have 
the comfortable reserves counted on. Foreign exchange reserves grew in 
1974 by an even $5.0 billion to $5.6 billion, a pace unlikely again to be 
achieved in view of projected development spending and currently lower 
government revenue from oil. 


Exporters to Nigeria received welcome news on April 1 when the FMG 
announced its decision to return to normal international commercial 
practice regarding the payment for imports. Thus prepayment on the basis 
of letters of credit will be allowed, as well as payment for imports at 
sight of shipping documents. In view of port congestion at the Lagos 
docks which can mean up to four months delay in landing goods, dropping 


the requirement that payment be withheld until goods entered the country 
has special importance. Compulsory credit terms for goods valued at more 
than 8 100,000 have been abolished and commercial banks will henceforth 
be allowed to keep working balances abroad, All proceeds fram the sale of 
indigenized businesses are now available for immediate repatriation. In 
view of the high liquidity of the banking system (total assets roughly 
doubled in the year ending Jan 31, to $5 billion) the FMG has lowered 
domestic interest rates from a range of 7-12% to a range of 6-9%. The 
healthy balance of payments picture and efforts to combat imported 
inflation led the monetary authorities last year to appreciate the naira 
against the dollar (+7.%), sterling (+#6.8%), the yen (+13.7%) and the 
lira (+9.6%). There has been little movement so far this year but 
authorities have made it clear that they will continue to follow an active 
exchange rate policy. 


Although no new commercial banks are being encouraged to open in 
Nigeria, the Central Bank continues its open door policy with regard to 
merchant banks, which it feels have a role to play in Nigeria's industrial 
diversification and development programs, Four prominent American banks 
have begun merchant banking operations in Nigeria within the last six 
months - First National of Chicago, First National City of New York, 
Morgan Guaranty, in partnership with local and British interests, and Chase 
Manhattan, In addition to term lending, the merchant banks should bring 





greater sophistication to the local market through the introduction or 
greater use of loan syndication, leasing, factoring and other banking 
practices novel to the Nigerian financial scene, New banking regulations 
to cover the operation of merchant banks are currently under preparation. 
Bank of America is the only US commercial bank in Nigeria, with branches 
outside Lagos in Port Harcourt and Kano, and Bankers Trust maintains a 
representative office here, 


Agriculture continues to be a problem area in the Nigerian economy. 
Although harvests have improved since the 1972-3 season when the Sahel 
drought dealt a particularly heavy blow to production in the North, the 
short run outlook is not bright. Agriculture still provides employment 
for about 70% of the work force, but it is characterized by small family 
holdings which are largely unmechanized and in need of greater inputs of 
fertilizer, irrigation and extension services, Because of inadequate 
domestic food production, Nigeria has lately been forced to import growing 
quantities of grains, milk products and sugar. The potential is there, 
since much of the Nigerian soil is fertile, but only about 35% of arable 
land is currently under production, In an effort to induce greater 
production of traditional export crops (cocoa, peanuts, palm products and 
rubber) the FMG has steadily raised the "producer prices" paid for these 
commodities, The FMG is giving high priority to rejuvenation of the 
agricultural sector, both to insure that supply is adequate to meet 
domestic demand and to provide a better return to the nation's farmers, 
Accordingly, in addition to the measures already noted, the Third Develop- 
ment Plan contains an ambitious collection of such government plans and 
projects as price and tax incentives, agricultural credit, extension and 
marketing services, storage and marketing facilities and direct government 
participation in production of food grains, cattle and fish. 


Implications for the United States 


Nigeria's economy is in its fourth straight year of boom. Imports 
over the last three years have grown by 73% and are projected to grow by 
more than 200% to over $11 billion during the next five years. The world- 
wide recession has not affected Nigeria, and inasmuch as economic growth is 
the FMG's top priority and the revenue outlook promising, there seems no 
reason to expect a slowdown. These conditions make Nigeria an excellent oppor- 
tunity for the U.S., both as a market and as an investment site, 


U.S. impact on the Nigerian economy to date has been less than is 
possible. U.S. exports to Nigeria grew last year by nearly 70%, but the 
U.S. still had only 12% of the market. Due to burgeoning Nigerian crude oil 
exports to the U.S. there was a trade imbalance with Nigeria of $3 billion, 
and that could increase this year. Clearly, there is wide scope for 
increasing both US sales to and investment in Black Africa's largest economy. 
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U.S. exporters will find in Nigeria demand for and keen appreciation 
of a variety of the kind of products the U.S. makes best. Thus construc- 
tion and building equipment and supplies; agricultural machinery; energy, 
communications, transport equipment and supplies; oilfield and process 
plant equipment; business and automated data equipment and systems, health 
care equipment; and food processing and packaging and materials handling 
equipment all have a good market here. Design, engineering and construction 
firms can compete for an impressive array of projects including road and 
bridge construction, hydroelectric projects, downstream petroleum projects, 
steel plants, irrigation schemes, school and hospital construction, housing 
developments and sewage systems, To achieve and sustain the level of 
economic activity called for in the Third Plan Nigerian central planners 
have stated the need for a large influx of foreign technical and specialized 
manpower. Opportunities also exist for a wide range of consulting firms. 


The FMG has made clear its intention of participating in the "commanding 
heights of the economy" i.e. oil and gas, and has also decreed full or 
partial Nigerian equity participation in 55 business activities listed in 
the Enterprises Promotion Decree, It has been made equally clear, however, 
that Nigeria wants new foreign investment and that for full development of 
the Nigerian economy foreign investment is needed, Even where Nigerian 
equity participation is not required it is desirable in most new ventures. 
The FMG is especially desirous of attracting industries which will bring 
new technology, will utilize local raw materials, and will impart the 
expertise necessary to allow Nigerians quickly to move into upper level 


technical and managerial positions. An estimated 90% of current U.S. invest- 
ment in Nigeria is in oil. The FMG is eager to see new and diversified 
American investment and as evidence of this earlier this year opted to 
reinstitute an Investment Guarantee Agreement with the Overseas Private 
Investment Corporation (OPIC). 


Doing business in Nigeria has its special complications. The groundwork 
necessary to consumate a business deal may be in excess of that required 
elsewhere, misunderstandings and frustrations are frequent, long delays are 
common. Balancing these factors are a large and growing market and the 
promise of greater than normal profits. For the American businessman willing 
to spend the time and effort to accommodate to Nigerian practices and willing 
to accept the complications of doing business in Nigeria, the rewards can be 
considerable. 
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INTERNATIONAL ECONOMIC INDICATORS 
AND COMPETITIVE TRENDS 


This important new periodical pro- Economic Prospects And Recent Trends 
vides comprehensive, up-to-date 


statistical information for the 
United States and its seven prin- 
cipal industrial competitors — 
France, Federal Republic of 
Germany, Italy, Netherlands, United 
Kingdom, Japan, and Canada. 


2 Changes in Key Competitive Indicators 


3 Basic Data For Indicators 


Data are presented in four sec- ; 
tions. 4 Notes And Sources 


International Economic Indicators and Competitive Trends is a valuable reference for 
business analysts, economists and others who wish to assess the relative competitive 
position of the United States. Attractively presented tables, charts, and text provide 
a clear and easily readable source of the latest statistical information. It may be 
used for an overall view of international trends, or as a basis for more detailed anal- 
yses of the economic situation in the major industrial countries. 
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CALL US 


WE’VE GOT THE ANSWERS 
TO YOUR MARKETING 
QUESTIONS WORLDWIDE 


Commercial and economic information responsible for a country or group of 
on most trading partners of the United countries as listed below. Assistance 
States is available from the Bureau or information about marketing in 
of International Commerce,U.S. De- these countries may be obtained by 
partment of Commerce. dialing these key people directly: 
The Bureau is organized geographically | (202) 967 plus the given extension 
with a Country Marketing Manager 


Area Extension Far East 


Australia and New 


Rivice Zealand 3646 


Central Africa 3904 , 
East and South Africa 4927 aa as 
West Africa 4388 Saute fale 3137 


Europe Southeast Asia 3875 


Canada and Benelux Latin America 

countries 3848 Brazil 5427 
France 4504 Mexico, Central 
Germany and Austria 4414 America, and 
Italy and Greece 3944 Panama 5020 
Nordic countries 4601 Argentina, Uruguay, 
Spain and Portugal 3957 and Paraguay 2428 
Switzerland, Yugo- Caribbean countries 

slavia and Turkey 2795 and remainder of 
United Kingdom 3713 South America 2995 


Special units within the Department of Commerce have been created to 
deal with particular marketing situations: 


Commerce Action Group for the Near East 
North Africa 5737 
Near East 
Bahrain, lraq, Jordan, Kuwait, Lebanon, Oman, 
Peoples Democratic Republic of Yemen, 


Qatar, Saudi Arabia. Syria, United Arab 
Emirates, Yemen Arab Republic 


lran, Israel, Egypt 


Bureau of East West Trade 


Eastern Europe 
USSR 
Peoples Republic of China 


U.S. DEPARTMENT OF COMMERCE e Domestic and International Business Administration 
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